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1.0 IN’i:RODUCTION

1.1 Background

The S~to/San Joaqu.~n RiVer DeI~ system plays a critical role in the California economy.

The Delta and ks tributaries pmvid~ a significant sham of the warn. r~ources r~uir~ to meet

municipal, industrial agricultural, recreational and ¢nvh’onmcnml needs. Each of the~� sectors

contributes to the economic well-being of tl-,� entire suite. The ag~’iculmral sector is both one of

the top conu’ibutors to the state’s economy and the largest consumptive user of its water

resources. As the State Water Resources Control Board (SWRCB) engages in a process to

balance competing uses of scarce wzte~ supplies, understanding the economic and financial

consequences of reduced w~ter av~lability for California agrimflrur¢, its related indus~es and

kx:al economies is critical

The Bay-Delta Hearings (’D. 1485) Economic Work Group identified the need for an

independent assessment of the likely impacts of improved water quality and flow standards in

the Delta on agriculture. This study is designed to provide information to the SWRCB as it

enters the "water rights phase" of the Bay-Delta Hearings. The focus of the analysis is an

assessment of the short and long-run economic and f’mancial impacts of water supply

reductions on California’s agricultura.l sector and related industries. Representatives of

government, water agencies, agriculture and environmental organizations participated in the

design of the study to assure common understnnding and agreement on the research base used

for analyzing the impacts of alternative water supply scenarios.

1.2 Study Goals and Objectives

Research for this study was conducted in a phased, interactive manner to assure that the diverse
participating parties were fully informed during the process. The study team and i~ Technical
Advisory Committee (TAC) proposed a study approach that would capture the compIex legal,
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institutional and physical environments in which water agencies and producers operate .and the
implications these complexities present for assessing adjus~ncnts and iml:~C~.

A case study approach was seIected to capture and reflect these aomplexities. The lack of a
consistent, stoic-level dar~ base covering the relationships between water availabiliry, the
agricultural sector and the state’s economy provides addirionai impetus for a case study
approach. Through this approach the legal, ins~imtional and physical system ¢onstraiuts facing
decision makers as they respond to reduced water supplies can b¢ examined a~ a disaggr~gared
level. This level of analysis is necessary for an accurate identification of the financial and

The documented responses of water supplicrs (water districts, irrigation districts, water s~orage
districts and oth¢~ organizations) and agricultural producers to drought-induced water
scamities, both pmsen~ and historical, provide an indication of the nature and likely direction

and ma~o~nitude of the economic and f’mancial impacts of future supply reductions. An analysis
of short-run responses to warc~r reductions can help to identify both posidve and negadve

o impacts that am largely temporary. In the long-run, however, continued shortages will
necrssirate adjusunents with longer t~rm implications for water suppliers, production
agriculture, rela~ed agricultural industries and the state’s economy more broadly. This study

provides a research base for such an assessment.

Specific objectives for the study include:

¯Determine the research base needed to assess the likely short-run and long-run
impacts of a range of alternative supply levels on agriculture, related
indusu’ies and local economies, and the resource base;

° Through ~ study of setectcd water supply districts, and based upon available

midenrify the magnitude of water supply reductions for selected water
suppliers and related short-run responses and long-run adjustments;

--identify the existing legal, institutional and physical system constraints
and opportunities which guide observed adjustments to water

shortages;
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7.4 Identi~ing Constraints on Adjustments

Table 7.7 provides a comprehensive list of the constraints identified during Phase II
research on the abilities of districts and producers to adjust to changing water reliability and

supply levels. These constraints am broadly categorized by: i) level, timing and reliability

of water supply; 2) management of’available supplies, including institutional, legal and

physical system constraints; and 3) financial and resource qualiD, constraints. Table 7.8

presents a smaller inventory of similar constr~dnts at the f .a.un-level. The proposed plan of

study for Phase III includes analysis of the expected mitigating effects of relaxing or

changing some of the morn important of these "binding" constraints.
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APPENDIX A: List of TAC Members

Name Aff’fliation
¯ Robert. Alcott. ~1 Dorado Irrigation District

:~: Sandm Archibald Fo~t Rese, amh Insfira~, Stmford University
lame~ Be~d Alamed~ County Water Dis~ct
Gary Bedk~r U.S. Bureau of Reclamation
~/o~ CaIlahan Sierra Club
W~11~am DuBois California Farm Bureau Federation
Sandra Dunn DeC~dr and Somach
Fazhad Famam Deparunem of Water Resources
John Farnkopf Bay Area Water Users Association
lyre Parfo Stat~ Water Resources Control Board
David Fullerton Comadttee for Water Policy Consensus
Ray Gables Centr~1 Va~ley Project Water Ass~x:iadon
Howard H.h-ahara U.S. Bureau of Reclamation
Lyle Hoag CaEfornia Urban Water Agencies
Ray Hoagland Department of Water Resources
Wtt1~am Johnson Modest~ L-dgadon Dis~c~:
Leroy Kennedy T~1ock In’igadon Dis~ct
Bob McKusick Northwest Economic Assoc{ates
Lloyd Mercer ¯ Economics Dept., UC Santa Barbara
W.D. Morgan Economics Dept., UC Santa Barbara
TLm Quinn Metropolitan Water Disu’ict of Southern Calif.
Thomas Rinn M~tropolitan Water Disu-ict of Southern Calif.

Chff Schulz Stat~ Water Contractors
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